
































7 te 
= me - é eed SE eee & 
\ aes ik: - ie a 
é Cs Dec Pa 
is ly, % ‘-—* 4 a 

i a e = 3 
. Gat 5 ae = 
tee ‘ 7 3 

New Encianp Inpustries... Stove MANuracturinG (Courtesy of Mass. Development and Industrial Commission) 


Business Meets Tests 


CoMPETITIVE FORCES and Federal policies tested the 
stability and resilience of New England industry during 
the second and third quarters. The New England 
economy maintained its equilibrium despite the cumu- 
lative effects of high agricultural prices, consumer price 
resistance, a shift to f.o.b. pricing for some essential 
materials following the Supreme Court’s decision in the 
cement case, shortages and higher prices of raw ma- 
terials, a declining export market, and an unsettled 
international situation. The diversity of business and 
industry in the region, the flexibility of management, 
good labor-management cooperation, and the generally 
strong position of the national economy enabled the 
area’s economy to withstand these tests without de- 
veloping more than spotty unemployment. 

New England is a highly concentrated manufactur- 
ing area which has a much larger proportion of manu- 
facturing employees to total population than the 
nation and a much greater dependence than most other 
regions upon outside sources of food and raw materials. 
In consequence, the region is highly vulnerable to high 
raw material and food prices. Food costs are levers under 
industrial wages; when workers have to pay more for 
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food, they ask for higher wages. Costs of raw materials 
processed by New England industries have risen both 
because of high demand and because of wage increases 
in the primary industries located elsewhere. Rising raw 
material and wage costs have pushed up prices of the 
goods manufactured in the region. As products manu- 
factured in New England encounter consumer price 
resistance, or are not what the market wants, output 
backs up in inventories or plants cut production. The 
entire region suffers when plants curtail production and 
employee earnings drop. The damage done is intensified 
when food prices remain relatively high because of 
physical scarcity or Government support prices. For- 
tunately, the slack in such industries as textiles and 
shoes has not become general, and the support of agri- 
cultural prices while others drop has not produced 
glaring contradictions. 

New England manufacturing employment decreased 
seasonally during the summer, but new job opportuni- 
ties in chemicals and allied products, construction, 
transportation (including shipbuilding), and food divi- 
sions supported the total. Nonmanufacturing employ- 
ment, in the aggregate, had absorbed additional 
employees during the late spring but by July had 
leveled out. 

Average weekly earnings for manufacturing em- 
ployees in July were $51.44 in Massachusetts, $54.86 in 
Connecticut and $49.52 in Rhode Island. Compared 
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with April, average weekly earnings had increased 40 
cents in Massachusetts and 65 cents in Connecticut, but 
had decreased 30 cents in Rhode Island largely because 
iron-steel, electrical machinery, and textile payrolls 
decreased. The third round of wage rate increases was 
effective in most New England industries by the end of 
July, but the effect on weekly earnings was offset in 
part by shorter hours worked. 

General wage increases became effective in 45 New 
England metalworking concerns during June, July, and 
August. These increases brought into effect in the region 
the national pattern of increases in the steel, automo- 
bile, and brass industries. Paper and allied products was 
the second most important New England industry group 
eranting general wage increases. United States Rubber 
Company plants in Rhode Island also granted a general 
wage increase at the last of June. The Bureau of Labor 
Statistics also announced that wage rates of New Eng- 
land union workers in building trades advanced 5.4 per 
cent between April and July. 


Iron and Steel 

New England foundries face a critical situation as the 
result of the burning out of the region’s only blast 
furnace at the Mystic Iron Works in Everett, Mass., 
which normally supplies 50 per cent of the pig iron used 
in New England. Although repairs on the furnace are 
being rushed on a 24-hour basis, it will be November 
first at the earliest before production can be resumed. 
Most of the larger foundries in the area have only one 
month’s supply of pig iron on hand, but shutdowns in 
the fall, resulting in the temporary loss of jobs for more 
than 6,000 foundry workers, are foreseen unless the 
situation is alleviated within the next few weeks. 

Another threat to New England’s pig iron supply 
came with the leasing to the Kaiser-Frazer Corporation 
of the Government-owned Cleveland blast furnace 
operated by Republic Steel Corporation. However, Re- 
public will continue to operate the furnace and to supply 
its regular customers until May 1, 1949. 

Many steel users found their costs increased in July, 
both by the shift from the basing point system of pric- 
ing to an f.o.b. mill system and by the price increase on 
all important steel items. New England steel consumers 
supplied by mills at a greater distance than those 
located either at basing points, or closer to the con- 
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sumer than the former basing point, have had to pay 
freight formerly absorbed by the supplying mill. Gener- 
ally, the mills did not lower the base prices by the aver- 
age amount of freight formerly absorbed but tacked full 
freight costs on to the old base price. 

The increase of steel prices by 10 per cent followed on 
the heels of the abandonment of the basing point 
system. The steel industry was then forced by a nine per 
cent wage increase and other cost increases to give up 
its strong effort to check rising prices. Although the shift 
to the f.o.b. system and the price increase were not 
related, they caused considerable concern to users 
whose costs were substantially raised. Many consumers 
found it difficult to determine how much their costs had 
been raised by the shift to f.o.b. mill pricing and how 
much because of the general increase in steel prices. 

If the basing point system is not restored by law, it 
is hoped that the New England buyers subjected to 
added freight costs will be able eventually to shift to 
nearer sources of supply. Some hope for a more ade- 
quate and cheaper source of supply also arose from the 
disclosure that steel production in New England might 
be expanded by introducing the newly developed con- 
tinuous casting process, using iron derived from the 
enormous deposits in Quebec and Labrador now being 
explored and developed. 

Steel mills in New England have been operating at 
around 83 per cent of ingot capacity since the second 
week in July and have not exceeded this rate since early 
in March when the rate reached 85 per cent. The rate 
of 92 per cent which was reached a year ago was the 
peak for 1947. 


The machine tool industry, although confronted with 
a steel shortage, is calling back its employees. As de- 
fense expenditures increase and foreign orders are given 
clearance under the ECA program, machine tool pro- 
duction should increase. Surplus machine tool stocks 
have had to be disposed of since the war and activity 
has been significantly curtailed since last fall because 
of dollar shortages. 


Shipbuilding received a shot in the arm from the con- 
tract recently awarded to the Quincy Yard of the Beth- 
lehem Steel Corporation. Allied industries in New Eng- 
land will benefit from the contract and employment 
opportunities will increase. 
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Textile machinery manufacturing concerns, although 
currently beset by shortages of steel and pig iron, still 
have excellent prospects. Employees organized a scrap 
metal drive at one concern in order to keep the foundry 
operating at capacity. Replacement of processing ma- 
chinery in domestic textile mills continues, export 
orders are still high, and experimentation for improving 
equipment still has the green light. A new competitive 
development, the setting up by J. & P. Stevens Com- 
pany of a machinery research division, deserves atten- 
tion. A complete pilot plant and research laboratory has 
been equipped to develop new processes and patents 
solely for use by the company. This step indicates that 
integration in the textile industry has moved back to 
machinery as well as forward to the product for con- 
sumer use. 

Electrical machinery employment decreased in July 
compared with June. Transformer production con- 
tinued high and Government orders for jet engines off- 
set declines in other departments. Electrical equipment 
firms producing electronic and radar equipment showed 
strength, but firms making fluorescent lighting, radio 
tubes, and appliances had shorter hours and layoffs. 


Textile Manufacturing 

New England textile manufacturing activity slowed 
down in July and August. Vacation periods were longer. 
Summer seasonal dullness reappeared. The decline of 
exports, inventory accumulations, and cautious forward 
buying by retailers, jobbers, and cutters reduced mill 
orders, especially for standard cotton fabrics. 

The fine cotton goods industry had to work off some 
of its accumulated inventory. Prices eased but did not 
break. Production schedules dropped to a four-day 
week in some mills and third-shift operations were cur- 
tailed. The industry adjusted its output of overstocked 
lines to conform with final end uses and shirt and pa- 
jama prices were revised downward. Output planning 
was in contrast to the industry’s prewar stand against 
idle machinery. The shift to finished goods sales by 
manufacturing concerns gave them better control over 
their inventory positions. Shorter production schedules 
became more general during August but curtain, 
colored yarn, specialty and box loom fabric production 
was maintained. The cotton manufacturing industry 
was subjected to selective adjustments in much the 
same way that soft woolens and narrow fabrics were 
shaken down in the first half of 1947. The basic under- 
tone of the market for cotton goods is strong. Jobbers 
are expected to come into the market after Labor Day. 
A bumper domestic cotton crop and a mill requirement 
that high-cost long staple cotton in inventories must be 
processed have been influencing the tug-of-war over 
prices. Mill costs are still high even though earnings for 
the first half of 1948 are satisfactory. 

Dyeing, finishing, and printing activity was curtailed 
in conformity with slackened production in the cotton 
goods division. Rayon yarn processing concerns began 
to lose their strategic market supply positions as yarn 
supplies improved. 

Filament rayon weaving and worsted mills were 
strongholds among textile manufacturing divisions. The 
worsted division did not unanimously decide to raise 
prices for the 1949 spring season, but price increases 


smaller than last year’s were fairly general. Some firms 
solicited new customer favor. The pricing action of 
the worsted industry will be tested by cutters during the 
first half of September. Both divisions of the industry 
will be under competitive pressure from mills which 
may adapt machinery to competitive lines as raw 
material supplies and new spinning processes improve. 
Rayon fabrics woven with yarn spun from staple fiber 
have become more competitive with tropical worsted 
suitings. 

The differential above other regions in textile wages 
was reduced by the eight per cent wage rate increase 
granted by an increasing number of southern textile 
mills and the 12-cent per hour general wage increase 
plus fringe awards granted in the dyeing and finishing 
industry in the New York metropolitan area. Wage re- 
opening clauses for 1949 in New England textile mill 
union agreements take on added importance if these 
precedents become the basis for union action. 

Average weekly earnings for textile workers in July 
1948 dropped 2.2 per cent in Massachusetts, 0.7 per 
cent in Rhode Island and 1.2 per cent in Connecticut 
from the preceding June. Current indications are that 
the decline will continue for August because working 
schedules are reduced. 

Labor-management relations in the textile industry 
are at present satisfactory. Collective bargaining since 
1941 has solved most issues. At a time when employees 
are increasingly interested in employment at existing 
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wage levels and management is studying how to retain 
and keep a full working force satisfied, labor-manage- 
ment statesmanship will be very important for the 
future of the New England textile industry. 

Regrouping and change-overs of textile manufactur- 
ing plant capacity have continued to move forward. 
Several high-cost companies have been liquidated. 
Management decisions to realize gains or avoid losses 
by liquidation have been taken in the same areas where 
other managements have improved and modernized 
plant capacity in anticipation of net earnings from 
manufacturing in the future. 

The period when anyone could make money in the 
textile industry has passed. Manufacturing | skill 
promises to be even more important in the future. 
There will be a premium upon more accurate costing, 
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better standards of efficiency, and managerial ability. 
Diversity and quality of products will, however, operate 
as stabilizing forces. 

Government orders and possible foreign business have 
received increased attention. Bids submitted by textile 
concerns have (one exception is rayon linings) generally 
exceeded Government requests for offerings, and price 
competition is keener. Firms are seeking Government 
contract business for a hedge during the unsettled 
period which lies ahead. 

The industry has been re-examining the cost of grant- 
ing hospitalization and group insurance, holiday and 
vacation pay, and other fringe benefits. These are over- 
head costs which result in progressively higher unit costs 
when output decreases. Under approximately 40-hour 
working schedules, the cost of these fringe grants 
amounted to about 8 to 11 cents per hour. Competi- 
tively, the costs are important because fringe grants in 
the South are fewer and amount to less than they do in 
New England. 

The raw material problem has been attacked by both 
long- and short-term efforts. Research studies to im- 
prove physical properties of both cotton and wool are 
under way. The recent scarcity of long staple cotton and 
fine wool motivated the study. For the current period, 
long staple cotton import quotas have been relaxed and 
rayon yarn is now more abundant as a result of in- 
creased imports and expanded plant capacity, but fine 
quality wool is still scarce. 

Large-scale production of fabric made from ramie 
fiber has been assisted by experimental runs made in 
Rhode Island and other New England plants. The de- 
velopment began in the Pennsylvania pilot plant of the 
Ramie Products Corporation. Fiberglas yarn, also im- 
proved and developed with the help of New England 
experimentation, has already received acceptance for 
many industrial and other end uses. 


Shoe and Allied Industries 

After a general shutdown of factories for vacations 
in July, the output of New England shoe manufacturers 
has increased seasonally. Receipt of orders for fall and 
winter styles has permitted most firms to recall workers 
laid off in the late spring and to resume full-time opera- 
tion. Men’s shoe factories have lagged behind other 
producers in increasing activity, but fall orders and 
Government contracts have given some impetus to this 
segment of the industry. In most areas, employment is 
slightly higher than it was a year ago; however, in 
Brockton it is still below the 1947 level. Total produc- 
tion for the region for the year to date is approximately 
the same as it was last year. In comparison, United 
States production is ahead of the comparable period in 
1947 by a small margin. 

Talk of consumer resistance to high shoe prices is still 
prevalent. However, major shoe chains report that 
sales for the first seven months of the year compare 
favorably with sales for the corresponding period of 
1947. Several New England manufacturers announced 
small price reductions in the late spring, but opinion is 
general in the industry that any substantial cuts must 
result from decreased costs of production. 

Prices are slightly below those of a year ago for many 
types of leather, but commitments are being made only 
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on a short-term basis because of uncertainties as to the 
future course of the market. Tanneries located in the 
area are employing more workers than they were a year 
ago and conditions are favorable. 

Wage increases of five cents an hour were granted by 
arbitration to 5,000 members of the United Shoe 
Workers of America (CIO) employed in women’s shoe 
factories in Massachusetts. Demands for increases by 
workers in the Brockton area are still pending. Current 
costs make any general reduction in shoe prices unlikely 
in the near future, according to trade reports, but main- 
tenance of a high level of operations is nevertheless 
expected for the rest of the year. 

Jewelry manufacturing is picking up speed in antici- 
pation of the Christmas season. Employment has in- 
creased during July and August. During 1948 the indus- 
try continued its campaign to repeal excise taxes on its 
products as retail sales weakened. Higher silver prices 
from proposed silver legislation have again become an 
unwelcome possibility which the industry must face. 
There is food for thought in the fact that the value of 
the products of the silverware industry in 1939 exceeded 
by a quarter the value of all silver mined in the country. 


Lumber 

The general tempo of the lumber market has slowed 
during recent weeks, both in New England and the 
United States, but there are no significant indications 
of definite upward or downward trends. Favorable 
factors outweigh the unfavorable at the moment but 
the general tone is one of uncertainty and hesitancy. 

Dealers continue to avoid inventory accumulations, 
partly as a deflation hedge but also because of disparity 
between prices and credit facilities. 

Lumber prices have fluctuated somewhat but have 
shown no strong tendency either upward or downward. 

Demand still absorbs about all the good lumber being 
produced, and production remains at near 1947 levels. 
National June production was 16 per cent over June 
1947 and nine per cent over August 1947. August is 
normally the month of highest production. New Eng- 
land production figures are not available but are prob- 
ably in line with national figures. 

There are clear indications of slackening demand at 
the retail level but the significance of this is obscured by 
the normal seasonal drop. The peak of the construction 
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season has passed. For the present, demand is off but 
production and prices show no clear signs of slackening. 
Retailers are complaining of a ‘“‘pinch”’ but reaction at 
the manufacturing level is confined to the small mills 
which produce log-run, unseasoned lumber under 
doubtful manufacturing standards. Some of these have 
shut down. 

New England retail lumber stocks on May 31 were 
below those of May 31, 1947, but above those of Decem- 
ber 31, 1940. United States retail stocks were above 
those of a year ago but below the end of 1940 level. 

Lumber producers say that furniture manufacturers 
are not buying lumber actively but these producers 
believe that the backlog of unsatisfied demand for fur- 
niture and housing will sustain their production at peak 
levels, at least for several months. 

According to a June 1948 survey, Massachusetts 
retail lumber and building materials dealers’ total wage 
payments have shown the greatest percentage increase 
among all retail groups. Number of workers increased 
5.7 per cent over May and wages were up 6.7 per cent. 

Construction 

Despite accelerated construction activity during the 
first half of 1948, which later reached a peak in August, 
there has been no more than moderate easing of the 
unsatisfied pressure for housing. Marriage and birth 
rates have declined somewhat but are still far above 
prewar levels. 

Dollar value of United States construction put in 
place totaled almost $7.7 billion in the first half of 1948 
— a new record. Physical volume through May 31 was 
19 per cent higher than in the same period in 1947. 

In spite of increasing mortgage-financing difficulty, 
462,000 new permanent non-farm family dwelling units 
were started during the first half of 1948. This is an 
increase of 30 per cent over the number started during 
the same period of 1947. The sharp June to October in- 
crease of last year will probably not be repeated this 
year, according to Government analyses. 

Construction costs rose during the first half of 1948 
but at a slower rate than during 1947. In May the com- 
posite index of construction costs stood at 209 per cent 
of the 1939 base. This was 4.1 per cent higher than in 
December and 12.4 per cent above May 1947. 

First half of 1948 construction awards in New Eng- 
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land were 13 per cent higher in value and 13 per cent 
lower in floor area than in the corresponding period of 
1947. Residential buildings accounted for 55 per cent of 
the total floor area in 1948; June floor area awarded was 
nine per cent below May but 73 per cent above June 
1947. 

Furniture 


Price resistance caused some uncertainty in the furni- 
ture trade during the second quarter of 1948 except in 
high-quality lines. Producers of the lower grades are 
having trouble disposing of accumulated inventories 
but, in general, the industry is back in stride. 

Dealers exerted heavy but so far ineffective down- 
ward price pressure at the July markets. Attendance at 
the markets was light and the volume of orders less than 
manufacturers had anticipated. 

All New England manufacturers of better-grade fur- 
niture are running full time and their products are in 
good demand at good prices. Prices on all steel and 
steel-component items have recently moved up five to 
eight per cent. Manufacturers of wooden furniture say 
they are now actively back in the lumber market and 
are optimistic over prospects for at least the balance of 
the year. 

During the first half of 1948 the value of wood house- 
hold furniture produced in the United States was 20 per 
cent over the corresponding period of 1947. Output in 
1947 was nearly $1.5 billion, 30 per cent over 1946 and 
more than double 1941 on a dollar basis. Even though 
price inflation accounts for much of this increase, 
volume output has been higher thus far in 1948 than 
ever before. 

Though the conventional period styles remain popu- 
lar among the more conservative buyers, the recent 
swing toward increased production of more purely 
functional furniture of modern design has provided sup- 
port to manufacturers’ markets. 


Pulp and Paper 


The hectic war and postwar period, marked mainly 
by a day-to-day struggle to solve production problems, 
has ended for the paper and paperboard industry. Since 
the beginning of the year, over-all demand has leveled 
off and supplies of most grades are currently meeting 
market needs. 

There is still difficulty in getting some machinery and 
equipment items as promptly as desired; there may be 


PULP AND PAPER 



































*5°-Wholesole Prices, US. || Sh ie 
ech eee oa = } oe 
8 j |: 3 
3 4 — Ty RE ak 
ee Los 
cag a | ie 























Paper and 


Thousands of Tons 
SuOy 40 SpuosnOy, 





° 
1939 1940- 1941 1942 1943 1944 1945 1946 1947 1946 1949 
r-" 


Page 5 








Monthly Review 


FEDERAL RESERVE BANK OF BOSTON 


a car shortage during the grain movement; a few chemi- 
cals continue in tight supply. Some dullness has de- 
veloped in the wood pulp market but there is no evi- 
dence that real weakness will develop for many months. 
The dullness is due to the fact that, even though pulp is 
available from overseas sources, it is too high priced for 
many pulp purchasing paper mills. 

During June, the latest month for which figures are 
available, New England paper and paperboard produc- 
tion was 224.7 thousand tons, 2.5 per cent above June 
1947. Total employment was 71,500, up two per cent 
from a year ago. The May wholesale pulp and paper 
price index (1935-39 = 100) stood at 199.4, slightly 
lower than January but half a point above March. 
New York and Montreal newsprint prices were ad- 
vanced $4 per ton on August 1. 

There has been some curtailment of production and 
even a few shutdowns, principally in smaller, non- 
integrated Massachusetts mills producing writing 
papers, possibly reflecting high pulp prices and a drop 
in demand. 

Wholesalers’ nationwide sales dropped six per cent in 
May compared to April and to May 1947. Their inven- 
tories were up five per cent over April and 45 per cent 
over May 1947. 

Current signs point to a general leveling off and eas- 
ing of tension and a return, in some lines, to a situation 
somewhat resembling a buyers’ market but with prices 
remaining steady. The outlook, as far as can be seen 
ahead, is for continued good business for the manu- 
facturers. 





Consumer 
Spending 
Climbs. . . 


But with Selective Purchases 


INCOME RECEIVED by individuals continues to increase 
and to exert pressure upon prices. Products and services 
which have not become more abundant in response to 
higher prices still have suffered no mark-downs. The 
bidding for scarce commodities and services has forced 
the index of consumer prices to 173.7 (1935-1939=100) in 
July 1948 for the United States and to 164.5 for Massa- 
chusetts, new all-time highs. Consumers turn over, scru- 
tinize, and compare price tags more often today; in 
consequence, promotional activities have increased. 
Food prices are causing trouble for most family budg- 
ets. Food stores are taking in an estimated 27.6 cents of 
each dollar spent in retail channels compared with a 


23.5 share in 1940, according to Department of Com- 
merce estimates. A faint ray of hope for lower food 
prices, even though deferred to 1949, bas given con- 
sumers a lift. 

Consumer spending is running at a higher level be- 
cause of increased disposable personal income, tax re- 
duction windfalls, a decline in the rate of saving, use of 
accumulated liquid assets, and extension of consumer 
credit. Rising prices have put pressure on consumers to 
use their savings, but during 1947 most consumers were 
still using their accumulated buying power to purchase 
durable goods rather than to meet current living ex- 
penses. 

Consumers must be more convinced of values before 
they will purchase. Merchandising methods and sales 
techniques have been improved. The “way back”’ on the 
price trail is being blazed by consumers. Even now you 
may get extras of one sort or another with your pur- 
chases. Promotional and credit carrying charge reduc- 
tion plans for shoring up the sales of durable goods are 
already being formulated. 


Sales Volume Holding Own 


Sales volume is holding up principally because of 
promotional campaigns. Pulling and hauling over prices 
between retailers and nondurable goods manufacturers 
is resulting in lower prices. As fabricating material 
scarcities ease, the same competitive market influences 
will extend to the durable goods market. 

Consumer disposable income continues to increase. 
Liquid asset holdings of individuals are still widely 
distributed among income groups. In the language used 
today by financial analysts, ‘“‘consumers are flush” and 
we are “inflation happy”. Although basic spending 
pressures still prevail, restraints on spending will result 
from the recent imposition of moderate consumer credit 
regulations, a reduction in the median value of liquid 
assets held from $470 in 1947 to $350 in 1948, and the 
failure of many incomes to rise as fast as prices. Hope 
continues for a moderation of price increases, or some 
reduction, as a result of increases in productivity, an 
increased supply of food and other agricultural prod- 
ucts, and a treasury surplus devoted to reducing the 
supply of money. 

New England data confirm the reported decline in the 
rate of saving. Total deposits in New England mutual 
savings banks declined for April and May 1948 com- 
pared with the totals for the preceding months, although 
they showed gains again in June and July. The rate of 
increase in total deposits over corresponding months in 
the previous year has been slowing down for many 
months. Withdrawals are increasing and deposit addi- 
tions have not kept up their previous pace. Total time 
deposits in all New England commercial member banks 
have been decreasing since the early fall of 1947. The 
absolute level of time and savings deposits is still high, 
however, and it represents a high reserve of buying 
power for the immediate future. 

Some consumers are just breaking even during the 
current period of high prices, and the number in this 
group will increase as liquid assets are spent and prices 
continue to rise. In New England, where employment 
has been spotty and the cushion of high farm income 
has less relative importance than elsewhere, the pressure 
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CHANGES IN DEPARTMENTAL SALES 
NEW ENGLAND DEPARTMENT STORES 


First Half 1948 v. First Half 1947 























Per Cent 
of Grand 
Per Total Sales 
Departments Cent 
Change First First 
Half Half 
1948 1947 
Major 
1. Women's and misses’ 
ready-to-wear apparel...... + 2.9 20.06 20.00 
2. Women's and misses’ 
ready-to-wear accessories .. - 0.5 18.74 19.33 
3. Men's and boys’ wear........ -~ 0.2 8.20 8.44 
4. Housefurnishings ............ + 27 16.91 16.91 
5. Piece goods and household 
ree nag cea seescencnseune’ - 23 5.22 5.48 
6. Small Wares....... seetaseeeee - 05 6.79 7.00 
wists guacerbes - 09 2.35 2.44 
8. Basement po ma WIE dé oes ncue +11.3 18.59 17.14 
9. Nonmerchandise............. = 1.2 3.14 3.26 
WE, POE go vce ccccacccss + 2.6 100.00 100.00 
Selected Minor : 
Ws occ cin sk ca ca eaes had ocdc -18.7 1.15 1.46 
2. Women’s and children's re 14.1 0.78 0.93 
3. Silverware and jewelry. ...... - 65 1.52 1.67 
4. Handbags and small leather 
a oes kes kskcciciis: - 64 1.19 1.31 
5. Toilet articles and drug sun- 
WOR os cain destnurescsavens + 0.4 2.04 2.09 
6. Major household appliances . +11.2 3.00 2.77 


to spend savings has been strong because employees 
have had to transfer to other jobs or have worked 
shorter hours. 

There is some evidence, still inconclusive, that savings 
held by consumers under pressure in New England are 
decreasing and that reserve purchasing power is coming 
to be held by a decreasing number of individuals. Evi- 
dence of this is to be found in the fact that from the end 
of February to the end of July this year the number of 
accounts in New England mutual savings banks de- 
clined 0.2 per cent while the aggregate volume of de- 
posit balances increased 0.6 per cent. 


Consumer Preferences 


Consumers have continued to show preference for 
hard goods during the first six months of 1948; sales of 
major household appliances increased 11.2 per cent and 
housefurnishing items in- 
creased 2.7 per cent in 
New England department 
stores compared with the 
first half of 1947. Retail 
sales of the lumber-building 
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goods and services except for basement store sales 
weakened during the first six months of 1948 in com- 
parison with the similar 1947 period. Women’s and 
misses’ ready-to-wear apparel sales held up the list of 
main store departments in New England department 
stores. However, nonmerchandise department store 
sales decreased during January-June 1948, compared 
with the same period last year in New England. This 
decrease accompanied a nine per cent drop for beauty 
shop and a four per cent drop for cleaning and dyeing 
plant receipts in the retail service group. Selected items 
sold by department stores subject to Federal excise 
taxes, except toilet articles and drug sundries, showed 
the largest percentage decreases for the first six months 
of 1948 compared with the same period a year ago. 
New England retail trade lacked strength in 1948 up 
to June, but department store sales improved markedly 
in the latter part of June, July, and the first three weeks 
in August. Consumers who had been deferring purchases 
seem to have come into the market as effective buyers. 
Sales gains over last year were 9.3 per cent for July in 
the 122-store reporting series and 6.6 per cent for the 
four weeks ending August 21 in the 46-store reporting 
sample. Both of these percentage gains were greater 
than the 2.3 per cent increase for January-June. 


August Sales 


August department store sales in this district were 
severely reduced by hot weather during the week end- 
ing August 28. The effect was so great that the month’s 
sales will have difficulty reaching the level of sales for 
August 1947. Allowance must be made for the week’s 
disturbing influence when August sales are analyzed. 

Sales of clothing, the group accounting for the largest 
proportion of sales in department stores, were up and 
reflected consumer willingness to buy when values were 
more commensurate with prices. If the fillip in sales in 
July and the first three weeks of August is generalized 
and maintained, it will lead to reorders which will lend 
needed support to production in the textile and other 
nondurable goods industries in New England. 





CHANGES IN RETAIL TRADE 


Selected New England Areas and the United States 
First Half 1948 v. First Half 1947 
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The Right Key 


TO FOREST PROFITS: 





INTELLIGENT MANAGEMENT 


ARTICLEs in the July and August issues of the Monthly 
Review showed that forests are probably New England’s 
most important natural resource and that forestry is big 
business in the region. 

Is this resource doing as much for the New England 
economy as it should? Is forestry business as big as it 
ought to be? The answer to both of these questions is 
“No’’. New England’s forest-based industries can grow 
in value of production, wage payments, and profits if 
their raw material supplies are increased. 

More and better forestry will increase the raw ma- 
terial supply — of the logs, bolts, pulpwood, and other 
primary forest products from which lumber, furniture, 
paper, rayon, plywood, and a host of other valuable 
commercial products are made — not 100 years from 
now but next year and the year after. Practical methods 
of forest management combined with other related ac- 
tivities can double or treble the yield from New Eng- 
land’s forest lands without enlarging their area. Neither 
is there great need to resort to artificial reforestation. 
This production increase can even be realized if some of 
the forest land goes back to agriculture or other uses. 

Readers of the August Monthly Review may have been 
surprised at the statement that New England’s forests 
contain too many trees. There probably are three to five 
times as many individual trees in the forests of New 
England today as there were in 1620. New England’s 
forests do not yet consist entirely of saplings but they 
have moved in that direction for many years. 

People are not likely to see forests of three-foot trees 
again in New England but what the region really needs 
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is not more trees but larger trees — fewer three-inch 
trees and more trees eighteen inches in diameter. 

As long as it was not disturbed the primeval forest 
did not grow. It was like a called bond that will pay no 
more interest and must be cashed in. The small trees in 
today’s forests grow and earn interest on the principal. 
They thus resemble interest-bearing bonds — but with 
a fundamental difference. There are no coupons on a 
timber tree and the interest cannot be collected until the 
tree matures. 

The old-timers for many years went to the woods and 
cashed the matured values they found there. Most of 
their successors did the same, and many are still doing 
it, but a change is taking place. We know now that we 
cannot keep the practice up much longer. The matured 
bonds are getting scarcer and we have to look at these 
new issues as sources of income for the region. Will they 
support our established industries at their present levels 
or must we expect the region’s economy to lose ground 
for lack of an adequate supply of raw material? 

The answer is: It depends on what we as forest owners, 
lumbermen, paper makers, bankers, businessmen, pro- 
fessional men and citizens of New England do about it. 
We must convert this forest with too many small trees 
into a forest that will grow the right number of large 
trees which can pay our economy a high growth interest 
every year. 

Raw materials are flowing steadily from the woods to 
the mills but at the expense of a reduction in the capital 
account (the reserve of larger trees). The annual growth 
onthe small trees more than makes up the difference, but 
too few of these trees will mature in time unless we speed 
up their growth. We are growing poorer from year to 
year by cashing our matured bonds and spending the 
proceeds, some of which ought to be reinvested. 

We are failing to receive full benefit from our invest- 
ment in forest capital in another important way. The 
August Monthly Review showed that nearly a quarter of 
the material taken out of the woods is utterly wasted. 
Another 15 per cent pays only small dividends as fuel in 
the mills. In addition, the one-product logging method 
(in which all trees cut are used for pulpwood only or for 
sawlogs only) usually means that some of the wood ma- 
terial fails to find its best and most profitable use. 

Finally, but most importantly, our diminishing forest 
capital investment has already reached the point where 
it is too small. Our measurable growing-stock volume of 
forest capital is about 25 billion cubic feet.1 This is an 
average of 800 cubic feet per acre, a figure which can also 
be expressed as 10 cords or, academically, as 5,000 board 


1U. S. Forest Service estimate. 
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feet. Actually, the amount of timber of sawlog size aver- 
ages only 2,000 board feet per acre. The forests of west- 
ern Oregon and Washington carry a measurable volume 
of growing stock that averages 4,500 cubic feet per acre. 

The fact that New England’s forests still carry 10 
cords (800 cubic feet) to the acre is the reason why the 
forestry situation is not hopeless. But 10 cords is not 
adequate. It would not be sufficient even if it were made 
up of larger trees that would grow to marketable size 
early enough. At least twice as much is needed to form 
a basis for adequate productivity. In addition, too many 
of the trees are of the wrong kinds and are not adapted 
to industrial use under known manufacturing methods. 

What steps need to be taken to increase the potential 
contribution of our forests and what is their relative im- 
portance? We need to improve our forest protection and 
cut down losses from fire, insects, tree diseases, and other 
destructive agents. We need cultivation in the young 
growing stands to weed out undesirable and inferior 
trees and make the good trees grow faster. We need to 
stop destructive clear-cutting and replace it with selec- 
tive management that keeps the forest instead of slap- 
ping it back to zero every time we harvest it. 

All these steps are important and so interdependent 
that it is hard to pick the leader. Forest fire protection 
is good in New England. As a whole it is not as good as 
in some other sections of the country, though in parts of 
New England it is probably second to none. Recent de- 
velopments show plainly that there is room for improve- 
ment in our insect and disease control programs. In- 
sects, particularly, do too much damage. 


More Selective Management Is Needed 

So far relatively little “cultivation” work has been 
done in the young growing stands. Thinnings, weedings, 
and improvement cuttings of this sort produce mainly 
small and inferior material with little market value. The 
market for cordwood for fuel cannot absorb more than 
a small part of the wood that large-scale forest cultiva- 
tion would produce. Some owners do this work as a pure 
expense item. Even though such an expense is usually a 
good investment, the practice probably will not become 
widespread until adequate markets for smaller, lower- 
grade wood are developed. 

Selective management may not be the most needed 
step, but it is the most logical and promising method of 
improving forestry and reversing the downward trend 
of New England’s forests. It means, in simple terms, re- 
placing infrequent clear-cuttings with frequent partial 
cuttings. Instead of taking everything on a given area 
once in 50 or more years, partial cutting is done at 5- to 
15-year intervals. Only the trees that are economically 
mature or that have no future asset value are removed. 
Thrifty younger trees are left standing to take advan- 
tage of the growing space left after the older trees are 
taken out. Good reforestation is made doubly certain 
because seed-bearing trees of preferred species are al- 
ways present. Annual production per unit of area is in- 
creased because medium-sized trees, right at the age of 
greatest productivity, are allowed to keep on growing. 

Under selective management more ground has to be 
covered to obtain a given amount of timber. This costs 
a little more, other things being equal, but mechaniza- 
tion and other means of improving the efficiency of 
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harvesting operations can offset this extra cost. Modern 
road systems and motor trucks lessen the need to con- 
centrate cutting on limited areas. 

The greater yield of timber over a period of time is the 
owner’s chief inducement to adopt selective manage- 
ment. This is of special interest to concerns which own 
timberland as protection for their plant investments, 
like pulp and paper companies, but good management 
will increase yields for other types of owners as well. 
Preliminary results of studies being conducted by this 
bank indicate that many New England forest properties 
offer acceptable investment opportunities. Nobody will 
get rich quick growing trees for the market, but the 
stability of forest property values in the face of fluctua- 
tions of the dollar makes this type of investment a de- 
sirable asset. An accompanying chart shows that timber 
stumpage values tend to follow the all-commodity index 
closely. The fact that forest ownership is often incidental 
to other activities — farming and recreation for ex- 
ample — is an added advantage. 

New England needs more forest owners who are sold 
on the idea of forest management as a continuous enter- 
prise — people who will buy forest properties to put 
them under management as well as the present owners. 

Forest management would be strengthened by credit 
facilities in forms and volume not now available to it. 
Early studies of ways that forest credit can be soundly 
expanded will be appropriate. 

Forest enterprise should pay its fair share of the 
property tax revenue but the tax should not be so 
burdensome as to promote destructive cutting. There is 
evidence that methods of taxing forest properties now 
used tend to discourage sustained-yield management. 
Where this is the case proper reforms will be appropriate. 
The possibilities of incentive tax exemptions — as op- 
posed to subsidizing all owners whether or not they 
manage their properties well — should not be over- 
looked in this connection. 

Many new and improved ways of utilizing wood and 
wood waste have been discovered in recent years. An 
outstanding example in New England is the modifica- 
tion of pulping methods to permit the use of increased 
quantities of hardwood. New pulp mills may be estab- 
lished to use southern New England hardwoods if 
attendant stream-pollution problems can be solved. 
Such a development would provide needed markets for 
wood produced by thinnings and weedings in the hard- 
wood forests of that section. 
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PROFILE OF NEW ENGLAND'S FORESTS 





» POLE TIMBER 8 MILLION, AND 
WHILE 3 MILLION ACRES ARE ALMOST WHOLLY UNPRODUCTIVE. EXCESS OF INFERIOR AND DEFECTIVE TREES AND SMALL AVERAGE SIZE OF TREES ARE UNFAVORABLE 
BUT REASONABLY WELL~BALANCED CONDITION IS FAVORABLE. IWPROVED FOREST MANAGEMENT WILL OVERCOME PRESENT OBSTACLES TO GREATER PRODUCTIVITY. 








The foregoing text has highlighted some of the needs 
and potentialities of New England forestry. The region 
is by no means down to its last dollar so far as its forests 
are concerned, but the time has come for a serious re- 
view of the situation. 

The Northeastern Wood Utilization Council has at- 
tacked the problem of new uses for wood to provide 
markets for wood waste and smaller- and lower-grade 
material. The New England Forestry Foundation pro- 
vides complete forestry service to woodland owners. 
American Forest Products Industries has recently ex- 
tended its nationwide education and service program to 
New England. These are all private non-profit organ- 
izations working in separate but related fields. 


Other Forestry Agencies and Activities 

Each New England state maintains a forestry depart- 
ment. There is an extension forester, maintained through 
state and federal cooperation, at each State University. 
Each has a staff of county foresters. This activity paral- 
lels the agricultural extension program with its exten- 
sion directors and county agents. Instruction in forestry 
is offered at some of the state and private universities 
and colleges. Yale has the oldest forestry school in the 
country. New England is in the part of the country 
covered by the Northeastern Forest Experiment Station 
of the U. S. Forest Service. One of this station’s current 
research projects is a detailed survey of New England’s 
forest resources to the economy of the region. 

The Federal Reserve Bank of Boston maintains a 
forest economist on its research staff in recognition of 
the important relationship between the forest resource 
and the long-range economic welfare of the First Federal 
Reserve District. In addition to original economic re- 
search, this man cooperates with all the above-named 
agencies, The New England Council, State Forestry 
Associations, other organizations and member banks in 
the First Federal Reserve District on programs aimed 
at improving the returns from New England’s forest 
resources. 

Progress toward better forestry practices has been 
slow up to now but is accelerating. The New England 
Forestry Foundation has grown rapidly. Pulp and paper 
companies are protecting their forest properties and 
managing them with an eye to future productiveness. A 
stumpage sale contract recently made between a large 
timber owner and amanufacturer, extending over several 
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years with provision for renewal, provides for limiting 
the cut to less than the growth and for other good for- 
estry measures. 

The U. S. Forest Service rates seven per cent of the 
timber cutting on private ownerships in New England 
in 1945 as good, 58 per cent as fair, 29 per cent as poor 
and six per cent as destructive. They found no “high 
order” cutting being done. They define the latter as the 
best type of harvest cutting which will build up and 
maintain quality and quantity yields. What they call 
destructive cutting deprives the land of timber values 
or means for natural reproduction. The present score 
can thus be said to be ‘‘pretty fair’. 

A newspaper editor recently remarked that ‘we can’t 
cut our trees and have them too’’. With due regard for 
this man’s sincerity of purpose in advocating better 
treatment of our forests, he is not quite right on this 
point. The beauty of good forestry is that we can cut 
our trees and have them too. We must cut some trees 
just as we must pick our flowers to keep them blooming. 
What we mustn’t do, if we want to continue to have 
productive forests, is to cut the wrong trees, at the 
wrong times and in the wrong places. If we will cut our 
trees right, and will do some other things that make 
good growing conditions for good trees, our forests will 
do their part for our good — not at some time in the 
dim future but surprisingly soon. 








The seasonally adjusted indexes of department 
store sales and stocks for the Boston Federal 
Reserve District have been revised. The revised 
indexes for the period 1939 to date and the 
revised seasonal adjustment factors will appear 
in the Federal Reserve Bulletin for September. 
Copies of the revised series and seasonal ad- 
justment factors may be obtained on request at 
the Research and _ Statistics Department, 
Federal Reserve Bank of Boston, 30 Pearl 
Street, Boston 6, Massachusetts. 
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N. E. Bank Loans 
Show Little Change 


Torat Loans of New England member banks at mid- 
year amounted to $1.7 billion. This was 19 per cent 
above the level of a year ago and three per cent above 
the point reached at the end of December. Holdings of 
United States securities, the other major class of assets, 
amounted to $2.6 billion — off 11 per cent over the year 
and six per cent from December. 

Total demand deposits reported at $4 billion on June 
30 were about four per cent below the December total 
and slightly above the volume reported at the same date 
last year. Savings and other time deposits amounted to 
$1.2 billion. They were down 4.5 per cent from Decem- 
ber and 5.5 per cent from the level in June 1947 and 
registered their third successive call report decline in 
six years. This spring for the first time since 1942 
mutual savings banks also reported that withdrawals 
surpassed deposits. 

Since the year end, real estate loans and consumer 
credit advances have grown steadily and have been the 
principal forces increasing total loans. Commercial loans 
have been subject to moderate but irregular fluctuations 
since March. The total of $926 million on June 30 shows 
practically no change from the December total. At banks 
in Boston the volume stood at $553 million, 2.5 per cent 
below the amount at the year end, while at banks out- 
side Boston these loans were up 3.3 per cent, reaching 
$373 million. Business loans in the district a year ago 
were about 20 per cent below the present level. 


Outlook for Loans 


A rise in commercial loans may develop during the 
balance of the year as the usual seasonal influences ap- 
pear. In addition, recent price and wage advances may 
increase business working capital requirements. The pos- 
sible rise may be restrained if the tendency of some firms 
to fund bank loans with insurance companies or to offer 
securities publicly continues. The strong demand for 
long-term capital presently exceeds the pace during 1947 
and a heavy volume of security offerings has been a 
characteristic of the first half of the year. 

Some further slowing in the rate of gain in instalment 
credit advances, now at an all-time peak of $7.2 billion 
in the nation and correspondingly high in New England, 
will probably develop. Recent legislation has reimposed 
limitations on this type of credit for the next year. Real 
estate loans will probably continue to rise under the 
stimulus of the new housing act. 

The measures of credit restraint effected by the mone- 
tary authorities during the winter and spring were un- 
doubtedly influential in holding down bank loans. The 
principal measure used was the deliberate application of 
the major portion of the Treasury’s surplus receipts to 
the redemption of Government securities held by the 
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Federal Reserve banks. This procedure offered the great- 
est possibility of limiting inflationary pressures. Indi- 
viduals and corporations reduced their deposits at the 
commercial banks by the amount of their net tax and 
other payments to the Government. These payments 
were transferred to the Treasury accounts at the Re- 
serve banks and subsequently used to retire short-term 
Government securities held by the Reserve System. In 
this way, substantial amounts of funds were permanent- 
ly withdrawn from the market. Member bank reserve 
accounts and individual and business deposit accounts 
were reduced. The banks’ ability to expand credit was 
limited unless they could increase their reserve accounts 
by some other means. The effectiveness of this device 
was considerably reduced during the second quarter 
after the heavy tax inflow in March. 
Pressure on Reserves Equalized 

The pressure on the banks’ reserve positions, however, 
was fairly continuous throughout both quarters. Toward 
the end of March, accumulation of withheld tax 
payments in war loan accounts was authorized. The 
timing of withdrawals from these accounts at least per- 
mitted the Treasury and Reserve authorities to reduce 
the fluctuations of member bank reserves which would 
otherwise have occurred because of the lack of balance 
of Treasury receipts and expenditures. 

Reduction of personal income taxes and increased 
financial needs of the Government limit the prospect for 
Treasury surpluses in the current fiscal period. Thus, re- 
liance will have to be placed on other measures which 
will restrict credit. Rates on the October issue of Treas- 
ury certificates will be increased by one-eighth of one 
per cent to one and a quarter per cent. The rate on 
Treasury bills and other securities within a comparable 
maturity range will be affected correspondingly. The 
increase in rates is expected to create a demand for these 
securities which will enable the Reserve banks to shift 
part of their holdings to the commercial banks and other 
investors. Lending rates at commercial banks are show- 
ing further firming. Rediscount rates have been raised at 
all of the Federal Reserve banks from 114 to 11% per 
cent and appropriate changes have been made in the 
buying rate on acceptances. 

Under recent legislation the Board of Governors of 
the Federal Reserve System has increased reserve re- 
quirements against all member bank demand deposits 
by two percentage points and in the case of time de- 
posits by 12 percentage points. 

These actions on rates and the granting of additional 
authority over reserve ratios may induce further selec- 
tivity in bank lending and greater caution on the part 
of the business public. 
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Vacation Index Figures 


Show Slight Increase in Receipts 


but Fewer Guest Nights oanet 


WHEN ALL the results are tabulated we shall probably 
find that the vacation business for the 1948 season was 
as good as or better than business for any previous 
summer except that of 1947. 

Gross receipts of vacation lodging places this summer 
will exceed 1947 receipts by about three or four per cent 
on the basis of final reports for the season through July 
and preliminary reports for August. In contrast, the 
actual occupancy measured in guest-nights by New 
England lodging places will probably be about two per 
cent below 1947's record. 

Receipts for 1948 will be maintained above 1947 
levels by higher rates in spite of reduced patronage in 
the resort hotel group and by moderate rate increases 
at tourist lodging places. In an ‘“‘average” year, hotel 
receipts are about four times the total receipts of the 
tourist lodging places. Therefore, any dollar evaluation 
of the season’s lodging business is heavily weighted by 
hotel performance. Resort hotel receipts will be about 
three per cent and tourist lodging place receipts about 
six per cent above 1947, 

In an “average” year (as determined by The New 
England Council) the number of guest-nights of occu- 
pancy during the season is about the same in the resort 
hotels as in tourist accommodations. Resort hotels this 
season will have entertained six per cent fewer guests 
than last, while tourist lodging places (tourist homes 
and cabins) may entertain about one per cent more. 

Reduced occupancy in vacation lodging places is 
another indication of a decline in the unit volume of 
sales to consumers of the so-called optional items. The 
increase of rates by vacation lodging places is a reflec- 
tion of higher food prices and the added expense of 
doing business. The same cost increases for food and 
similar necessities which have forced an increase in the 
cost of vacations have likewise raised the customer’s cost 
of living and reduced his vacation buying power. 


Water Is Top 1948 Vacation Attraction 


In general, the resort hotels “selling”? fresh or salt 
water for scenery and sports did much better when 
compared to last year than those ‘selling’? mountain 
scenery. The tourist lodging trends, however, were 
about the same throughout New England. 

In Maine, vacation business lagged generally below 
1947 levels both in receipts and occupancy. Hotel re- 
ceipts are expected to be about one per cent below 1947 
with six per cent fewer guests. Tourist lodging places 
report gross receipts about six per cent greater with one 
per cent fewer guests when compared with 1947. 
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New Hampshire vacation business will almost equal 
that of 1947 because of the influence of the seacoast and 
the two regions offering the attraction of lakes. Hotel 
receipts are expected to be about six per cent greater 
than in 1947 from only two per cent fewer guests. The 
tourist business is expected to be better than during the 
1917 summer season; about three per cent higher in 
receipts and one per cent higher in occupancy. 

Vermont resort hotels have had a poorer season than 
those elsewhere in New England. Reports from resort 
hotels in Vermont indicate that gross receipts this sea- 
son are expected to be one per cent below the 1947 
receipts and the number of guest-nights to be almost 10 
per cent under last summer’s. Tourist homes and cabins 
in Vermont, however, have made greater gains over last 
year’s volume than those in any other New England 
state. Receipts from three per cent more guests are 
reportedly eight per cent better than in 1947, 

Massachusetts hotel business is expected to be three 
per cent ahead of the high for 1947 if measured by gross 
receipts and four per cent below 1947 if measured in 
number of guests. Coastal business has been much 
better than business for other areas. The tourist busi- 
ness is showing seven per cent more receipts this sum- 
mer than last and will probably entertain about one 
per cent more guests. 


Small Inns and Cabins Show Gains 


Analysis of the vacation business by type of establish- 
ment for the summer of 1948 indicates that, of the four 
classifications studied, only small inns and cabins show 
increases both in number of guests and gross receipts. 

The resort hotels, excluding small inns of under 30 
capacity, will complete their season with gross receipts 
three per cent above 1947 from about six per cent fewer 
guests. 

Small inns, establishments with capacity of under 30 
but offering hotel type service or considerable transient 
restaurant business, will gross four per cent more than 
during the 1947 season but occupancy will have in- 
creased by more than seven per cent. The greater in- 
crease in occupancy than receipts results from a con- 
traction of dining facilities. 

Cabin groups report receipts seven per cent greater 
for the 1948 summer season than for the same period in 
1947. This gain comes from two per cent more guests. 

Tourist homes will complete the season with two per 
cent more dollars from three per cent fewer guests when 
comparisons of this summer’s business are made with 
that for last year. 
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